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institution. No application is required
for this review and the FDIC will no-
tify any affected institution of its ex-
emption by November 23, 2009.

(2) Application for exemption. An insti-
tution may also apply to the FDIC for
an exemption from the prepayment re-
quirement under paragraph (a) of this
section if the prepayment would sig-
nificantly impair the institution’s 1li-
quidity, or would otherwise create ex-
traordinary hardship. Written applica-
tions for exemption from the prepay-
ment obligation must be submitted to
the Director of the Division of Super-
vision and Consumer Protection on or
before December 1, 2009, by electronic
mail (prepaidassessment@fdic.gov) or fax
(202-898-6676). The application must
contain a full explanation of the need
for the exemption and provide sup-
porting documentation, including cur-
rent financial statements, cash flow
projections, and any other relevant in-
formation, including any information
the FDIC may request. The FDIC will
exercise its discretion in deciding
whether to exempt an institution that
files an application for exemption. An
application shall be deemed denied un-
less the FDIC notifies an applying in-
stitution by December 15, 2009, either
that the institution is exempt from the
prepaid assessment or the FDIC has
postponed determination under para-
graph (i)(4) of this section. The FDIC’s
denial of applications for exemption
will be final and not subject to further
agency review.

(3) Application for withdrawal of ex-
emption. An institution that has re-
ceived an exemption under paragraph
(i)(1) of this section may request that
the FDIC withdraw the exemption.
Written applications for withdrawal of
exemption must be submitted to the
Director of the Division of Supervision
and Consumer Protection on or before
December 1, 2009, by electronic mail
(prepaidassessment@fdic.gov) or fax (202—
898-6676). The application must contain
a full explanation of the reasons the
exemption is not needed and provide
supporting documentation, including
current financial statements, cash flow
projections, and any other relevant in-
formation, including any information
the FDIC may request. The FDIC, after
consultation with the institution’s pri-
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mary Federal regulator, will exercise
its discretion in deciding whether to
withdraw the exemption. The FDIC
will notify an institution of its deci-
sion to withdraw the exemption by De-
cember 15, 2009; that determination
will be final and not subject to further
agency review. An application shall be
deemed denied unless the FDIC notifies
an applying institution by December
15, 2009, that the exemption is with-
drawn.

(4) Postponement of determination. The
FDIC may postpone making a deter-
mination on any application for ex-
emption filed under paragraph (i)(2) of
this section until no later than Janu-
ary 14, 2010. An institution notified by
the FDIC of such postponement will
not have to pay the prepaid assessment
calculated under paragraph (b) of this
section on December 30, 2009. If the
FDIC denies the application for exemp-
tion, the FDIC will notify the institu-
tion of the denial and of the date by
which the institution must pay the
prepaid assessment. The due date for
payment of the prepaid assessment
after such a denial will be no less than
15 days after the date of the notice of
denial.

(5) Obligation to pay third quarter 2009
assessment. Any institution exempted
from the prepayment requirement or
any institution whose application for
exemption has been postponed under
this section shall pay to the Corpora-
tion on December 30, 2009, any amount
due for the third quarter of 2009 as
shown on the certified statement in-
voice for that quarter.

[74 FR 59065, Nov. 17, 2009]

§327.15 Emergency
ments.

special assess-
(a) Emergency special assessment im-
posed on June 30, 2009. On June 30, 2009,
the FDIC shall impose an emergency
special assessment of 20 basis points on
each insured depository institution
based on the institution’s assessment
base calculated pursuant to §327.5 for
the second assessment period of 2009.
(b) Emergency special assessments after
June 30, 2009. After June 30, 2009, if the
reserve ratio of the Deposit Insurance
Fund is estimated to fall to a level that
that the Board believes would ad-
versely affect public confidence or to a
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level which shall be close to zero or
negative at the end of a calendar quar-
ter, an emergency special assessment
of up to 10 basis points may be imposed
by a vote of the Board on all insured
depository institutions based on each
institution’s assessment base cal-
culated pursuant to §327.5 for the cor-
responding assessment period.

(1) Estimation process. For purposes of
any emergency special assessment
under this paragraph (b), the FDIC
shall estimate the reserve ratio of the
Deposit Insurance Fund for the appli-
cable calendar quarter end from avail-
able data on, or estimates of, insurance
fund assessment income, investment
income, operating expenses, other rev-
enue and expenses, and loss provisions,
including provisions for anticipated
failures. The FDIC will assume that es-
timated insured deposits will increase
during the quarter at the average quar-
terly rate over the previous four quar-
ters.

(2) Imposition and announcement of
emergency  special assessments. Any
emergency special assessment under
this paragraph (b) shall be on the last
day of a calendar quarter and shall be
announced by the end of such quarter.
As soon as practicable after announce-
ment, the FDIC will have a notice pub-
lished in the FEDERAL REGISTER of the
emergency special assessment.

(c) Invoicing of any emergency special
assessments. The FDIC shall advise each
insured depository institution of the
amount and calculation of any emer-
gency special assessment imposed
under paragraph (a) or (b) of this sec-
tion. This information shall be pro-
vided at the same time as the institu-
tion’s quarterly certified statement in-
voice for the assessment period in
which the emergency special assess-
ment was imposed.

(d) Payment of any emergency special
assessment. BEach insured depository in-
stitution shall pay to the Corporation
any emergency special assessment im-
posed under paragraph (a) or (b) of this
section in compliance with and subject
to the provisions of §§327.3, 327.6 and
327.7 of subpart A, and the provisions of
subpart B. The payment date for any
emergency special assessment shall be
the date provided in §327.3(b)(2) for the
institution’s quarterly certified state-
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ment invoice for the calendar quarter
in which the emergency special assess-
ment was imposed.

[74 FR 9341, Mar. 3, 2009]

APPENDIX A TO SUBPART A OF PART
327—METHOD TO DERIVE PRICING
MULTIPLIERS AND UNIFORM
AMOUNT

I. INTRODUCTION

The uniform amount and pricing multi-
pliers are derived from:

e A model (the Statistical Model) that es-
timates the probability that a Risk Category
I institution will be downgraded to a com-
posite CAMELS rating of 3 or worse within
one year;

e Minimum and maximum downgrade
probability cutoff values, based on data from
June 30, 2008, that will determine which
small institutions will be charged the min-
imum and maximum initial base assessment
rates applicable to Risk Category I;

e The minimum initial base assessment
rate for Risk Category I, equal to 12 basis
points, and

e The maximum initial base assessment
rate for Risk Category I, which is four basis
points higher than the minimum rate.

II. THE STATISTICAL MODEL

The Statistical Model is defined in equa-
tions 1 and 3 below.

Equation 1

Downgrade(0,1);; = Bo + B1 (Leverage ratior) +
B> (Loans past due 30 to 89 days ratio;,) +
Bs (Nonperforming asset ratioi,) + Bs (Net
loan charge-off ratioi,) + Bs (Net income
before taxes ratio;,) + Bs (Adjusted bro-
kered deposit ratioi) + B; (Weighted av-
erage CAMELS component ratingi,)
where Downgrade(01);, (the dependent
variable—the event being explained) is
the incidence of downgrade from a com-
posite rating of 1 or 2 to a rating of 3 or
worse during an on-site examination for
an institution i between 3 and 12 months
after time t. Time t is the end of a year
within the multi-year period over which
the model was estimated (as explained
below). The dependent variable takes a
value of 1 if a downgrade occurs and 0 if
it does not.

The explanatory variables (regressors) in
the model are six financial ratios and a
weighted average of the ““C,” “A,” “M,” “E”’
and ‘L’ component ratings. The six finan-
cial ratios included in the model are:

e Leverage ratio

e Loans past due 30-89 days/Gross assets

e Nonperforming assets/Gross assets

e Net loan charge-offs/Gross assets
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